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2COMPTROLLER OF THE CURRENCY, OFFICE OF
Applications for the OCC's Professional Accounting Fellowship program are now being
accepted, the OCC said. Two candidates will be selected to serve in the two-year 
fellowship program, with one candidate beginning in April 1990 and the second 
candidate beginning in October 1990. Each applicant should be a CPA, have a 
minimum of five years in public accounting, and have some experience in providing 
services to or working in the banking industry. In addition, each applicant 
should have one or more years of public accounting experience at the managerial 
level. In this capacity the individual must demonstrate responsibility for 
planning, control, and technical accuracy of audit engagements. The OCC said 
typical work assignments might include studies of significant accounting issues 
impacting banks, development of regulatory accounting policy, evaluation and 
revision of current reporting requirements, and serving as a liaison with various 
governmental and professional groups. The deadline for submitting applications 
is 2/28/90. For copies of the announcement describing the program or for more 
information, contact the OCC at 202/447-0471.
FEDERAL DEPOSIT INSURANCE CORPORATION
The amount of "purchased mortgage servicing rights" that banks and savings
associations could use to meet capital requirements would be limited under a rule
proposed by the Board of Directors of the FDIC (see the 2/9/90 Fed. Reg. , pp. 
4616-4624). Comments are requested on the proposed rule. Under the FDIC 
proposal, purchased mortgage servicing rights in excess of 25 percent of "core 
capital" at an FDIC-supervised state-chartered bank would be deducted from the 
bank’s regulatory capital. The FDIC said that if the restriction is adopted the 
Office of Thrift Supervision (OTS) would be required to prescribe limits for 
FDIC-insured savings associations that are at least as stringent as the limits 
for FDIC-supervised banks. The FDIC proposal would also limit purchased mortgage 
servicing rights to no more than 50 percent of an insured savings association's 
"tangible capital," which typically is calculated as core capital minus 
qualifying supervisory goodwill, the FDIC said. The 50 percent limitation would 
apply for purposes of calculating tangible capital under the capital regulations 
issued by the OTS. Certain grandfathering and transition provisions are allowed 
for mortgage servicing rights that exceed core capital and tangible capital 
limits if the servicing rights were purchased on or before 8/9/89. In addition, 
purchased mortgage servicing rights held by a separately capitalized mortgage 
banking subsidiary are exempt from the limitations under the following 
conditions: the parent institution's investments in and extensions of credit
must be deducted from equity capital when calculating the amount of regulatory 
capital, and all transactions with the subsidiary must be conducted on an 
arms-length basis.
The FDIC said comments are requested on all the proposed amendments, but 
comments are specifically requested on the following issues: 1) Should explicit 
limits be placed on the amount of excess service fee receivables and similar 
tangible assets that can be recognized for regulatory capital purposes? 2) Should 
any restrictions for regulatory capital purposes be based solely on a "haircut" 
approach so that only a percentage of the mortgage servicing rights is deducted 
for regulatory capital purposes? 3) If limits are placed on mortgage servicing 
rights as a percent of capital, should those limits be higher or lower than the 
percentages included in this proposal? and 4) Can the risk-based capital 
standards be used as an effective mechanism for requiring adequate levels of 
capital support for mortgage servicing activities? If so, in addition to 
capturing the off-balance sheet credit risk for recourse servicing, can the 
risk-based framework effectively incorporate some additional capital charge for 
the unique interest rate/prepayment, operational and market risks associated with 
mortgage servicing rights? Comments must be received by 4/10/90. For further 
information after reading the proposed rule, contact Robert F. Miailovich at the 
FDIC at 202/898-6918.
3LABOR, DEPARTMENT OF
A notice that the POL will not reject the Form 5500 Annual Return/Report of an
employee benefit plan for the 1990 plan year solely because the plan
administrator determines realized and unrealized gains and losses utilizing a
historical cost approach has been published by the POL (see the 1/26/90 Fed. 
Reg. , pp. 2715-17). Revised instructions for the Form 5500 Series relative to 
reporting realized and unrealized gains and losses in items 35b(iv) and (v) of 
the Form 5500 using a current value approach were submitted to OMB by the DOL 
last year (see the 11/27/89 Wash. Rpt.). The DOL notice provides that employee 
benefit plans which are dependent upon banks for the certification of information 
necessary to report realized and unrealized gains and losses on the Form 5500 
Annual Return/Report will not have their annual report of the plan for the 1990 
plan year rejected solely because the administrator of the plan determines 
realized and unrealized gains and losses utilizing a historical cost approach 
consistent with that utilized for the prior plan years, if certain specified 
information accompanies the plan's Form 5500. The information that must 
accompany the Form 5500 is as follows: 1) A statement from the plan
administrator indicating the inability of the administrator to report realized 
and unrealized gains and losses in accordance with the current value requirements 
of the instructions to the Form 5500 due to the inability of the bank on which 
the plan is dependent for such data to make the recordkeeping changes necessary 
to accommodate the required reporting, and 2) A statement from the bank which 
provides sufficient information and data to demonstrate that i) the bank has made 
reasonable efforts to make the necessary recordkeeping changes in a timely 
fashion, and ii) despite such efforts, the bank is unable to make such changes to 
provide the necessary information to their clients for the 1990 plan year. Any 
bank which is unable to provide its employee benefit plan clients the data 
necessary to accommodate the required reporting of realized and unrealized gains 
and losses in items 35b(iv) and (v) of the Form 5500 should notify the DOL on or 
before 6/30/90. For further information after reading the notice, contact 
Michael E. Auerback or Marcus J. Aron at the DOL at 202/523-8794.
RURAL ELECTRIFICATION ADMINISTRATION
Accounting requirements for REA telephone borrowers are the subject of a final rule
issued by the REA (see the 2/1/90 Fed. Reg. , pp. 3387-3400). The final rule 
announces the adoption of a new part and subpart to the REA's regulations, which 
were proposed in the 11/29/88 Federal Register (see the 12/5/88 Wash. Rpt.). The 
new part is Part 1770, Accounting Requirements for REA Telephone Borrowers; the 
new subpart is subpart B, Uniform System of Accounts. The REA said the final 
rule codifies its policies and procedures and that the revisions will coincide 
with the revision of the Federal Communications Commission Uniform System of 
Accounts for Telecommunications Companies. Under the final rule, borrowers will 
be permitted to establish their own specific subaccount numbers within the 
primary accounts prescribed by the FCC. However, the integrity of the accounts 
and the account descriptions must conform to those detailed in section 1770, and 
REA borrowers who develop their own subaccounts must be aware that the REA Form 
479, Financial and Statistical Report for Telephone Borrowers, and the 
instructions for preparing that form, Telephone Operations Manual 1800, are based 
upon the specific subaccounts detailed in section 1770. Borrowers will be 
required to report items correctly on Form 479 and will not be permitted to make 
individual changes to Form 479 to conform to their subaccounts. REA Bulletin 
461-1, Accounting System Requirements for Telephone Borrowers of the Rural 
Electrification Administration, was rescinded upon publication of the REA's new 
final rule. The rule was effective 1/1/90. For further information after 
reading the final rule, contact William E. Davis at the REA at 202/382-9450.
4TREASURY, DEPARTMENT OF
New guidelines on the deductibility of contributions to charities that provide token
benefits to contributors have been announced by the IRS In Revenue Procedure
90-12. The IRS said the guidelines were issued in response to concerns expressed 
by charities about the difficulties involved in determining the fair market value 
of nominal or token benefits and how to advise the donors of the amount of their 
contributions. Generally, the IRS said, a charity that provides a benefit to a 
contributor in return for a contribution should be advising the contributor of 
how much of the contribution is tax deductible as a charitable contribution. 
Specific safe harbor rules are provided in the guidelines for situations where 
benefits will be treated as having such relatively insignificant or insubstantial 
value that charities may advise donors that the full amount of their 
contributions are deductible. Revenue Procedure 90-12 is scheduled to be 
published in Internal Revenue Bulletin 1990-8, dated 2/20/90. For further 
information after reading the notice, contact David W. Jones at the IRS at 
202/343-8900.
In a related action, the IRS issued Announcement 90-25 regarding filing 
requirements for Forms 8282, Donee Information Return, and 8283, Noncash 
Charitable Contributions. The IRS said it has found that "a significant 
percentage of taxpayers fail to attach Form 8283 to their tax returns to support 
their noncash charitable contribution deduction.” Also, the IRS said charitable 
organizations receiving noncash contributions are failing to file Form 8282 when 
they dispose of the property. The Service said Announcement 90-25 was issued as 
a reminder of the requirements for filing the forms. Announcement 90-25 is 
scheduled to be published in Internal Revenue Bulletin 1990-8, dated 2/20/90.
SPECIAL: CHAIRMAN OF HOUSE WAYS AND MEANS COMMITTEE ANNOUNCES TAX SIMPLIFICATION STUDY:
REQUESTS PROPOSALS
A study to examine how the existing tax system could be simplified was announced
2/7/90 by Rep. Dan Rostenkowski (D-IL), the chairman of the House Ways and Means
Committee. Rep. Rostenkowski said he has requested simplification proposals from 
the Department of the Treasury, and the staffs of the Ways and Means Committee 
and the Joint Committee on Taxation for review by the Ways and Means Committee. 
He also requested that individuals submit proposals for simplifying the present 
tax system by the close of business on 4/20/90. Those submitting proposals 
should submit six copies of their proposals to Robert J. Leonard, Chief Counsel, 
Committee on Ways and Means, U.S. House of Representatives, 1102 Longworth House 
Office Building, Washington, D.C. 20515. For further information, contact the 
Committee staff at 202/225-1721.
SPECIAL: ADDITIONAL HEARING ON IMPACT OF TRA '86 ANNOUNCED BY HOUSE WAYS AND MEANS
COMMITTEE
An additional day of hearings on the impact, effectiveness, and fairness of the Tax
Reform Act of 1986 (TRA '86) was announced by the House Ways and Means Committee.
The hearing will be held on 3/5/90 at 10:00 a.m. in Room 1100 of the Longworth 
House Office Building, Washington, D.C. Ways and Means Committee Chairman Dan 
Rostenkowski (D-IL) said the additional hearing was scheduled to allow the 
Committee to hear more testimony, but that no additional requests to present 
testimony will be accepted. However, individuals may submit comments for 
inclusion in the printed record of the hearings. Those comments must be 
submitted by the close of business on 3/9/90. Two days of hearings were held on 
2/7-8/90 on the subject (see related article on page 5 about the AICPA’s 
testimony on TRA '86 at the 2/7/90 hearing and the 1/15/90 Wash. Rpt.) . For 
further information, contact the staff of the Committee at 202/225-1721.
5SPECIAL: AICPA TESTIFIES AT HOUSE WAYS AND MEANS COMMITTEE HEARING REGARDING TRA '86
The Tax Reform Act of 1986 (TRA '86) "created the unrelenting need for perennial
change." Arthur S. Hoffman, chairman of the AICPA Tax Division, testified before 
the House Ways and Means Committee on 2/7/90 in Washington, D.C. at a hearing to 
measure the impact of TRA '86 on effectiveness and fairness. Mr. Hoffman also 
told the Committee that TRA '86 affected taxpayers differently, depending on 
their incomes, as far as fairness and simplicity are concerned. The need for 
annual changes occurs, Mr. Hoffman said, because the Act was constructed to 
accomplish revenue neutrality and the budget deficit continues to grow. TRA '86, 
Mr. Hoffman said, "by its very nature--base-broadening and a low-rate 
structure--cause the budget deficit to be attacked annually by technical 
provisions that further complicate the law." Concerning simplicity, Mr. Hoffman 
said the Act "added progressivity, a fairer share, enhanced efficiency and 
simplification--for some." But others were hit with "sharply reduced rates, a 
decreased share, constrained investments, and virtually incomprehensible 
complexity," he said. Examples of increased complexity cited by Mr. Hoffman 
include passive activity losses and investment interest limitations for 
individuals, and uniform capitalization of inventory, corporate alternative 
minimum tax, and choice of fiscal years for businesses. Mr. Hoffman also 
testified that TRA '86 made the tax laws more efficient since tax rates are low, 
cost recovery, especially in real estate, is slow, losses may be deferred and 
there is no tax rate differential between long-term gain and ordinary income. 
The "stated assumption is that 'efficiency' encourages economic growth," Mr. 
Hoffman said. "That conclusion is less certain," he said, noting that TRA '86 
provides an incentive, not present in past law, to seek the highest possible 
immediate return.
Mr. Hoffman also testified specifically about several areas, including tax 
year conformity and pensions and employee benefits. Regarding year end 
conformity, he told the Committee that "many business owners have found that the 
calendar year requirement interferes with business operations," he said. Mr. 
Hoffman explained to the Committee that filing for tax extensions is not a 
solution because 90 percent of tax liability must be paid by the original due 
date, owner estimated tax payments must be calculated, and financial statements 
must be provided to creditors within 60 to 90 days from year-end. "The result," 
Mr. Hoffman stated, "is frustration for taxpayers and tax practitioners and, 
possibly, a lesser degree of compliance with our voluntary tax system." Mr. 
Hoffman singled out the passive activity loss provisions as one area which has 
enormously increased complexity. The result, he said, was "involuntary taxpayer 
noncompliance and inadvertent IRS non-examination as long as these rules remain 
part of the tax law." In the area of pensions and employee benefits, Mr. Hoffman 
said the 15 percent excise tax on excess distributions is so high when combined 
with income and estate taxes that it causes those affected to terminate or freeze 
company plans.
6For further information contact Shirley Twillman at 202/737-6600
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